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M1140.260 ANNUITIES (Effective for All Applications Received On or 4 fter
December 1, 2004)

A. Introduction

B. Operating Policy

An annuity is a sum paid yearly or at other specific times in return Jor the
payment of a fixed sum. Annuities may be purchased by an individual or by
an employer. For Medicaid purposes, an annulty is a contract reflecting
payment to an insurance company, bank or other registered or licensed
entity by which one receives JSixed, non variable payments on an investment
Jor a lifetime or a specified number of years.

1. An annuity containing a balloon payment is considered an available
resource, and the value of the annuity is counted,

2. An annuity that names revocable beneficiaries is considered to be an
available resource because it can be Surrendered, cashed in, assigned,
transferred or have the beneficiary changed. Annuities are presumed to
be revocable when the annuity contract does not state that it is
Irrevocable.

3. A non-employment related annuity purchased by or for an individual
using that individual’s assets will be considered an available resource
unless it meets all of the following criteria- the annuity (a) is irrevocable;
(b) pays out principal and interest in equal monthly installments (no
balloon payment) 1o the individual over the total number of months that
equals the actuarial life expectancy of the annuitant; (c) names the ~
Tommonwealth of Virginia as the residual beneficiary of funds remaining
in the annuity 1ot to exceed the amount of any Medicaid Sfunds expended

@the ndividualYuring his lifetime; and (d) is issued by an insurance
company, bank, or other registered or licensed entity approved to do
business in the jurisdiction in which the annuity is established. Payments
Jrom the annuity to the Commonwealth of Virginia cannot exceed the total
amount of funds for long-term care services expended on behalf of the
individual.

4. Annuities issued prior to 12-01-04 which do not: (a) provide for the
payout of principal and interes! in equal monthly installments and (b) for
which documentation is received from the issuing company that the
payout arrangements cannot be changed will be considered to meet the
above requirements once amended 1o name the Commonwealth of
Virginia as the primary beneficiary of funds remaining in the annuity, not
to exceed the amount of any Medicaid Junds expended on the individual
during his lifetime.

5. Have the individual submit documentation showing ownership of an
annuity. If the owner is the Medicaid applica@the applicant s
spouse, the value of the annuity is a countable resource unless If meets
the criteria listed in B.3 above.
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Note: For individuals applying for long-term care, the actuarial
soundness of the annuity must be determined using policy in
M1450.602. If the annuity is not actuarially sound, an
uncompensated transfer of assets has occurred, and a penalty period

may be imposed.
S1140.300 PROMISSORY NOTES, LOANS, AND PROPERTY AGREEMENTS

A. Introduction

1. General The context of the instruction in this section is the individual as the creditor
(lender of money, seller of property) and, therefore, as the owner of the
promissory note, loan, or property agreement.

See 51120.220 for additional information on notes, loans and property

agreements.
2. Promissory A promissory note is a written, unconditional agreement whereby one party
Note promises to pay a specified sum of money at a specified time (or on demand)

to another party. It may be given in return for goods, money loaned, or
services rendered.

. 3. Loan A loan is a transaction whereby one party advances money to or on behalf of
another party, who promises to repay the lender in full, with or without
interest. The loan agreement may be written or oral, and must be enforceable
under State law. A written loan agreement is a form of promissory note.

4. Property A property agreement is a pledge or security of particular property for the
Agreement payment of a debt or the performance of some other obligation within a
specified period. Property agreements on real estate generally are referred to
as mortgages but also may be called land contracts, contracts for deed, deeds
of trust, and 5o on. Personal property agreements--¢.g., pledges of crops,
fixtures, inventory, etc.-- are commonly known as chattel mortgages.

B. Operating Policy

1. Real Estate When an individual enters into a contract for the sale of real estate, he or she
Contracts Prior owns two items until the settlement of the sale is completed: the real estate
to Settlement and the contract. The real estate is not a resource because the individual

cannot convert it to food or shelter, The contract is a property agreement
whose status and value as a resource must be determined in accordance with

this section.
2. Valueasa Assume that the value of a promissory note, loan, or property agreement as a
Resource resource is its outstanding principal balance unless the indjvidual furnishes
Assumption reliable evidence that it has a CMV of less than (or no CMV at all).
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